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SUMMARY 


The Swedish economy remained in the doldrums in 1977. Real GDP 
will probably decline for the first time since World War II, the 
rate of inflation is likely to exceed 13 percent, and the current 
account deficit will be at least 14 billion kronor. Two factors 
remain dominant in the short run. Total labor costs must be 
brought more into line with competitors, and real growth in the 
OECD must resume its upward movement. The first steps toward 
adjustment, in the form of moderated wage demands and dampened 
private consumption, have been taken. 1978 will see the beginning 
of recovery, but real GDP will probably rise by no more than one 
percent. 


Grim as the short-term appears to many, it should not distract 

from long-term prospects and problems, which are the focus of 

this report. Resources must be shifted into investment in the 
exposed sector if the economy is to compete with new, low-labor 

cost producers. Painful reductions in employment and output are 

in store for shipbuilding and iron ore. Other industries, such 

as steel, will require drastic restructuring and rationalization, 
again adding up to reductions in employment. Although profits are 

at rock bottom, the core of Sweden's export industry, the engineering 
sector, is able to compete in the world market (thanks partly to 


krona devaluation). Declining output, combined with full employment, 
has kept productivity from rising at all during the last three 

years, but a considerable "productivity reserve" of more than 

4 percent is still on tap. Fears about the effects of the social 
welfare system on willingness to work are exaggerated, and peripheral 
benefits, such as reduction in employee turnover rates, have 

balanced such factors as increased absenteeism. 


The key question of the next five years is whether the public 

will be willing to accept a real growth rate in private consumption 
of 1.5 percent or less. That rate is mandatory if the necessary 
adjustment and cost abatement are to be achieved. It is also 
possible that specific consumer goods, such as tourism, will be 
taxed in order to limit the current account deficit and foreign 
borrowing during the adjustment period. 


We remain optimistic that the necessary adjustments can and will 
be made, with no sizable increase in the unemployment rate, and 
that the economy will again be in external balance with a 
reasonably low rate of inflation by the mid-1980's. 


U.S. exporters of consumer goods must look forward to a period 
of slow overall growth, but they may be able to take advantage 
of effective dollar devaluation to take market shares away from 
competitors. Demand for investment goods will be very low next 
year, but recovery should begin by the end of the year, and 
prospects are better for 1979 and 1980. 





KEY ECONOMIC INDICATORS: SWEDEN 


All values in millions U.S. dollars. 
Indices etc. represent period 


averages, unless otherwise indicated 
A B % 


1976 1977! Change’ _— Forecast 
Exchange Rate: U.S. $1.00 = Skr 4.35  Skr 4.8 A/B 1978 


INCOME, PRODUCTION, EMPLOYMENT 


GDP at Current Prices 74,376 72,934 +22 

Per Capita GDP, Current Prices, in $ ‘ r + 

GDP Components: 
Private Consumption (1968 Prices) 20,427 19,814 - 0.3 
Public Consumption ( " oe : 
Gross Investment fae 1 in 
Inventory Formation ( " —e 

GDP at Constant 1968 Prices 

Disposable Income (Current Prices) 

Retail Sales Index (1970=100) 

Industrial Production Index (1968=100) 

Average Hourly Earnings (Kronor) 

Labor Force (in thousands) 

Average Unemployment Rate (percentage) 


MONEY AND PRICES 


Central Bank Discount Rate, year end 

Yield on Industrial Bonds ‘ Je 

Producer Price Index (1968=100) ¢ Se + 
Consumer Price Index (1949=100) Sep) + 


BALANCE OF PAYMENTS AND TRADE 


Exports, FOB 18 ,436 17,686 
U.S. Share - 
Imports, CIF . 
U.S. Share 4 
Balance of Trade - -1,4 
Balance on Current Account -2, “Ds 
Balance on Capital Account 
Residual 
Gold §& Foreign Exch. Reserves, year end ie 


Main imports from U.S. in 1976: Machinery, appliances, and telecommunications 
equipment, 490.7; Chemicals, pharmaceuticals, and plastic materials, 136.1; Foods 
and beverages, 108.0; Instruments and optical goods, 103.6; Motor vehicles and other 
means of conveyance, 92.5; Coal and coke, 45.8; Metallic ores and metal scrap 21.8. 


Sources: Economic Affairs Ministry, Budget Ministry, Central Bank of Sweden, 
Central Bureau of Statistics, and Economic Research Institute (ERI). 


Footnotes: : Whole year figures are official estimates of ERI. 


Calculated, where applicable, on basis of amounts in kronor. 
From ERI Forecast (October 1977). Payments data converted at 
U.S. $1.00 = Skr 4.8. 

Expressed as a percentage of previous year's GDP. 
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A. CURRENT ECONOMIC SITUATION AND TRENDS 


The short-term outlook has changed little from 1976: the economy 
continues to suffer from slow growth of foreign demand (especially 
weak demand for investment goods), and the sizable increase in 
unit labor costs in 1975-76 still handicaps exporters. Now that 
total domestic demand is also registering negative growth, real 
GDP will probably be two percent less in 1977 than in 1976--the 
first such decline since World War II. Inflation in the cost of 
living index will exceed 13 percent this year and the current 
account deficit could be as much as Skr 16 billion, according to 
the Government. 


Current economic policy is to restrict the real growth of private 
consumption this year and next. The krona devaluation and in- 
creased value added tax have increased prices and, it is hoped, 
dampened wage increases will keep disposable income from growing 
much faster than prices. Overall fiscal policy will, however, be 
mildly expansionary. Public sector consumption is scheduled to 
grow by around three percent in volume. We also anticipate in- 
centives to encourage housing construction. 


It would be quite wrong to interpret the current budget deficits 
(estimated at Skr 20 to 25 billion for FY '77-'78 and Skr 30 
billion for 1978-79) as inflationary. Inflation in Sweden is of 
the cost-push variety. Total demand has grown hardly at all for 
three years, and considerable unutilized capacity indicates there 
is room for and need for stimulus. Public sentiment would not 
accept a policy which allowed the unemployment rate to exceed 
three percent for very long. A significant body of thought now 
holds that a stimulus is necessary via a reduction in employer 
wage taxes (social welfare payments) which would both reduce the 
rate of inflation and provide the necessary reductions in the rate 
of increase of costs to allow exporters to increase their market 
shares significantly. Although this policy would also mean higher 
current account deficits for the next two years, its proponents 
hold that Sweden could still borrow at low real rates abroad to 
finance such deficits, and that increased exports would close the 
deficit in four to five years. Total Swedish foreign liabilities 
are still well under ten percent of GDP, versus around 25 percent 
in other Scandinavian countries. The expansionary policy would 
allow Sweden to take advantage of the considerable productivity 
reserve (represented by under-employed workers kept on in firms 
through labor market policy over the past three years). Should 
wage settlements in the current negotiating round prove too high, 
a reduction in employer wage taxes could occur, despite intense 
labor opposition. 


In any event, signs of recovery should be visible by the second 
half of 1978, possibly even accompanied by improvements in the 
current account balance. At present it appears that the Government 
has been too pessimistic about the positive effects of the April 





devaluation and has exaggerated the short-term, detrimental 
J-curve effect of the August devaluation. The trade deficit 
for 1977 could well be only Skr 5 billion versus the Govern- 
nent’ si projection’ of Skr 7b biblion. In that case the current 
account deficit would only be around Skr 14 billion. Skr i5- 
20 billion in inventories also may be sold rapidly now that the 
anticipated devaluation has occurred, and exports which were 
postponed in the summer are now taking place. The extremely rapid 
increase in official foreign exchange reserves since the August 
devaluation (the total is now at an all time high of Skr 17.7 
billion) also indicates that an improvement is underway. 


If wage costs rise by no more than ten percent next year (in- 
cluding such fringe benefits as a fifth vacation week and wage 
drift), and if total real OECD economic growth is around 4.5 per- 
cent, the unemployment rate in Sweden should average no more than 
2.5 percent and inflation should be under ten percent. EE is also 
crucial to the Swedish recovery that economic growth abroad include 
a large element of investment spending. 


Trends. Too much attention to the short-term may tend to obscure 
the many strengths of the Swedish economy, and distract from the 
need to come to grips with more serious basic problems. This is 
particularly true of Sweden in an international context. Rapidly 
increasing labor costs have been responsible for at least half of 
the 13 percent loss of market shares which Sweden's exports 
experienced between 1974 and 1976, and for large losses in the 
domestic market to imports, as well. The other half of these 
losses is attributable to conflicting international economic 
policies--the fact that while Sweden was maintaining full employ- 
ment, some of its principal customers and competitors allowed 
unemployment to rise substantially in order to fight inflation. 
At least in relative costs, the Swedes, by way of devaluation and 
more realistic appraisal of the situation by both sides in the 
current collective bargaining round, appear to be moving back to 
competitive labor cost levels. 


On the demand side, a rather simplified approach will give some 
idea of the impact which restrictive economic policies in other 
nations had on Sweden's trade balance. 


1973 Koes 1976 
(millions of kronor) 


Sweden's total trade balance 314,500 -2,800 -3,000 
(deficit-) 
Sweden's trade balance with -3,760 =F eL5O -7,780 
Germany 
Sweden's trade balance with 340 -1,446 -1,950 
Japan 


This table indicates that Sweden was in sizable surplus with most 
of the world, but in even larger deficit with these two large 





traders which followed restrictive economic policies. The 
impact on Swedish exports competing with the FRG and Japan 
cannot be calculated but must be significant. 


In the longer run the Swedes face important structural changes 
which are partly reflected by cost comparisons. On the one hand, 
emerging industrial nations of the third world are now competing 
more and more with Swedish exports, and are taking larger shares 
of the domestic market. New technology which permits low-cost, 
low-skill labor to produce high quality, sophisticated products 
is threatening Sweden's relative advantage in technology-intensive 
products. In some industries techriological developments have 
raised optimum efficient size of plant to such an extent that 
Swedish producers are seriously handicapped, 

Sweden's traditional foreign exchange earners on 
the raw material side, iron ore and forest products, are also 
facing new competition, as well as serious geographical handicaps. 


Shifts in the structure of demand are also important: Sweden, 
which once balanced trade losses by shipping and other income, 

now runs a sizable invisibles deficit because of vastly increased 
tourism expenditures abroad and has a foreign aid bill of around 
one percent of GDP. Repayment of Sweden's increasing foreign 

debt will add to the invisibles deficit in the five to ten-year 
range, while shipping earnings continue to stagnate. These trends 
do not appear to be reversible. They indicate that Sweden must 


achieve an extremely rapid improvement in its trade balance if 
the current account is to balance in the early 80's, as the 
Government hopes. 


A good part of the recovery in the trade balance should come from 
the short-run, macro improvements expected. Short-run figures 

may also have obscured positive trends already underway. For 
example, raw materials trade, due to a sizable loss in terms of 
trade, was in deficit by an estimated 13.5 billion in 1977 (up 
from 4.8 billion in 1975) after being in balance in 1973. A 

good part of this was due to an increased oil bill (Skr 4.5 billion 
in 1973 versus 13.4 billion in 1976), but much more of that bill 
would have been offset had iron ore and forest products not faced 
soft demand and increased competition--and had market prices for 

a variety of other commodity imports not shot upward during the 
last four years. Devaluation is in this case a two-edged sword, 
for possible improvements in the terms of trade caused by improve- 
ments in the supply of raw materials will be postponed in the short 
run by the loss in value of the kronor. Over the longer term, the 
Swedes can look for some relative decline in prices of their raw 
Material imports which should be sufficient to offset weakness 

in certain export prices--iron ore and wood pulp in particular. 
Furthermore, the deficit on raw materials shows that the Swedes 
were in fact able to achieve an 8 billion kronor surplus on semi- 
manufactured and manufactured goods which helped considerably to 
offset the raw materials deficit in 1976. The fact that Sweden 
was able to achieve that much offset in the face of cost increases 





at home and slack demand abroad indicates considerable strength 
behind the gross data. 


Another bit of assistance for Sweden's exports will come by way 
of association with the Common Market. This association, which 
took full effect in July of this year, will take several years 
to have a visible impact. The impact of the formation of the 
Common Market in 1957 was felt in Sweden until well into the 
date, 1960?) s. 


In order to increase the export surplus enough to reach current 
account balance by 1983 or '84, a significant increase in output 
by, and a shift in resources to the "exposed sector" must be 
achieved. (This sector consists of those firms which export or 
compete at home with imports.) For the domestic economy, the 
need to shift resources toward the exposed sector implies an in- 
crease in the share of national income distributed to investment. 
Swedish post-war prosperity has, in fact, been based in large 
Measure on a Slow but steady increase in the share of GDP going 
into investment. As table A shows the share peaked in 1974, 

but dropped off afterwards. 


Table A 
Shares of GDP by Expenditure 
(Percent--Nominal Prices) 


1950 96 
Gross Investment iL 
Private 
Housing 
Consumption 31.4.8 
Private 69.35 
Government 2 ed 
1977 Figures are estimated. 


Although many have seen this drop as an ominous sign, we see it 

as a temporary interruption in the trend; and due largely to 
temporary macro-economic forces. As costs have risen and sales 
declined, public policy has nevertheless aimed at full employment. 
For firms which have not laid off workers, the result has been a 
substantial decline in profits--from 12.9 percent of sales in the 
very good year of 1974 to 4 or 5.percent in. 1977. Liguidity has 
declined drastically as inventories have been built to monumental 
proportions with government support. Firms have turned to external 
financing to a much greater extent than ever before, and foreign 
borrowing has been an important source of capital. The burden of 
foreign debt has also increased sizably due to the recent devaluations. 
Finally, when demand for exports does pick up, there will be little 
immediate need for investment to increase output. Inventories are 
excessive, and massive investments were carried out in 1974-75 
which created capacity that has never been utilized and potential 
productivity increases which have never been realized. The current 
forecast for industrial investment in 1978 calls for another 
substantial decline in volume. 





In the long term, however, we are obstinately optimistic. Even 
in today's depressed conditions, private business investment 
remains a higher share of GDP than during the "lost years" of 
1971 and 1972. The shift which occurred in 1975-76 was also 
heavily affected by labor reaction to the extremely high profits 
registered in 1974, and to slow growth of consumption in earlier 
years. As Table A shows, much of the decline in the share of 
national income going into investment has actually represented 

a drastic decline in housing construction, a situation which is 
likely to be reversed in 1978. 


Among the unchanged factors contributing to growth of investment 
in the long run is one of the most favorable corporate income tax 
systems in the industrial world. Although nominal national and 
local taxes total 56 percent of net return, some experts estimate 
that many firms pay no more than ten percent. Firms can place up 
to 40 percent of earnings in tax-free investment reserves, may 
write down inventories to 40 percent of cost or market value, 

may take advantage of liberal depreciation rules on machinery and 
equipment, may deduct some dividends paid out on some new shares, 
etc. These provisions tend to assist rapidly growing firms, but 
they are by their very nature ineffective in a period of high in- 
flation and low growth. 


There have been other disturbances in the allocation of investment 
resources characteristic of the short-term. The Government has 
Found it unavoidable in many cases to make substantial subsidy 
payments, loans or guarantees to firms which might have been allowed 
to go into receivership in less troublesome times. Other firms have 
been purchased by the Government. As Sweden's cost disadvantages 
are ameliorated, the Government will be able to worry less about 
making up sizable losses and concentrate on its goal of transferring 
resources to profitable, efficient industries in the exposed sector. 
In the final analysis, investment will be determined by demand on 
the one side and by the businessman's perception of his prospects 
on the other. One of these perceptions, which has attracted 
attention abroad, is the idea that the welfare state has drastically 
altered the Swedish worker's preference for leisure, as opposed to 
work. Progressive income taxes have taken an ever-increasing share 
of income as wages have risen rapidly, and a variety of welfare 
measures (child support, rent subsidies, etc.) have transferred 

tax money to low-income earners. The result has been a steady de- 
crease in the differential between after tax/welfare incomes, and 
less incentive to work overtime or to strive for promotion. 
Organized labor's unremitting effort to reduce the gap between 

low and high wages has helped reduce the differential. Other tax 
effects make it more profitable for a man and wife to each work 

part time, rather than for one to work full time. 


The most widely criticized aspects of welfare legislation have 
been those which interfere directly in the labor market. Job 
security laws limit the rights of the employer to fire workers, 
liberal sick benefits have allegedly encouraged absenteeism, and 
Government subsidies and policy have pressured firms to invest in 





depressed regions, sometimes against the dictates of efficiency. 


In fact, we doubt that there has really been that much of a shift 
in Swedish attitudes toward work or damage to Swedish productivity. 
We note that productivity growth, which held steady at around 7 
percent per annum in the 60's,was holding at around 5 percent in 
the 70's--5 percent on a considerably larger base. Full employment, 
in the face of declining output, distorted the figures completely 
in 1975 and 76, but the "productivity reserve" in the economy is 
held by most experts to be around 12 percent. This would mean 

that instead of stagnating in the last three years, productivity 
could have grown by at least four percent per annum if efficiency 
had been the sole criterion in determining output. 


Many firms claim absenteeism rates of as high as 20 or even 25 
percent, and an average figure of 17 percent is used by the Swedish 
Employers' Confederation. Volvo has discovered, however, that the 
number of people taking sick leave for less than seven days at a 
time (no doctor's certificate is necessary and pay is at 90 percent 
of regular wages) accounts for an absenteeism rate of only three 
percent. The remainder of the total absenteeism rate is accounted 
for by long-term illness, military service, study grants and 
pregnancies. Sick leave is not paid directly by the firm and 

these absences do not interfere with company planning on a day to 
day level. At the same time, Volvo has noted a substantial decrease 
in the rate of turnover of its employees from around 20 percent in 
1973 to under ten percent in 1977. The savings in terms of re- 
cruitment costs, training costs, overtime pay, quality of product 
and productivity are quite considerable. Note that it is impossible 
to quantify the number of workers who ten years ago would have 
worked despite minor illness, but worked at low efficiency and 
possibly infected fellow workers who would have also worked less. 
These developments are directly traceable to the same factors which 
have increased absenteeism. 


The above should not be taken as a denial that problems in work 
incentive exist, especially for those mid-level managers and 
entrepreneurs who are the guts of the economy. The problems have, 
however, often been exaggerated and progressive firms are already 
seeking imaginative solutions. 


One final intangible which causes business concern is the current 
debate over energy policy. Many businessmen believe nuclear 
energy is necessary if Sweden is to have an adequate future energy 
supply. The current Government must come up with an energy policy 
which will assure investors that they will have adequate supplies, 
at costs competitive with the rest of the developed world. 


The. Crystal. Bald. Whether or not the optimism reflected above is 
warranted, there is considerable evidence about various trends 
which the Swedish economy will follow in the five years ahead. 
These trends will take place within one continuing parameter: 
full employment is the dominant goal of economic policy. There 
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exists no support at any level in Swedish society in favor of 
abandoning that goal, and in a crunch external balance and 
price stability play secondary roles. 


The key to the success of the economy in meeting future challenges 
lies in the necessary redistribution of income in favor of in- 
vestment, and to the sheltered sector. At the same time, there 
also appears to be a continuing consensus that welfare services 

of the government should not be drastically altered, but rather 
improved in quality and efficiency. Faced with rising costs 

and the need to provide jobs for any unemployed, no government is 
likely to be able to hold the real growth rate of public con- 
Sumption below three percent. If during the next five years gross 
investment is to rise at a real rate of 3.5 percent, if exports 
Manage to register real growth of five percent per annum, and if 
existing commitments to foreign aid and to repay foreign debt 

are unchanged, then private consumption can grow by a maximum of 
1.5 percent per year in volume terms. That is well below the 

3.7 percent in the 60's and the 2.3 percent registered between 
1970 and 75, and implies a less than 50 percent share of GDP. 


Although the Swedes are second only to the U.S. in terms of 
material possessions (TV sets and autos per thousand, for example) 
and are ahead of just about everyone in terms of social benefits 
(health care, low infant mortality, etc.), they are not likely to 
be willing to accept such a decline in their share of income 
without compensation. The most likely compensation will be some 
form of profit sharing. The Government is now preparing a scheme 
to channel a portion of wages back to the firm in return for a 
fixed real rate of interest. A recent plan to shift ownership 

to organized labor (the Meidner plan) appears to be dead, but a 
variety of other suggestions are also being heard. An increasing 
share of decision making, the codetermination process, will also 
be unavoidable, but in Sweden that change is likely to involve 
workers more in the firm's problems rather than increase manage- 
ment's headaches, as many businessmen from abroad seem to fear. 


Another implication of the shift of income toward the exposed 

sector is a lessening of current regional support programs which 
attempt to promote full employment in depressed areas regardless 

of negative economic forces. More regional labor mobility will 

be unavoidable, with accompanying problems of resettlement and 
housing. Some relaxation of wage solidarity efforts will be 
necessary if some regions are to be able to support populations 

at their current level. The iron mining areas of the North come 
first to mind. A shift toward the exposed sector also is a reversal 
of one of the principal "locomotive" forces in the economy since 
World War II. The shift towards the sheltered sector (private 

as well as public services) meant not only a stimulus to the 

economy and an absorption of labor released from industry, but 
increase in the sector with a low propensity to import. The 
marginal propensity of some export industries is as high as 50 
percent (e.g. automobiles) so policy planners must also reckon 

with stimulating imports as they move resources to the exposed sector. 





A new tax law scheduled for January of 1979 is the first move in 

a concerted effort to produce a progressive tax system which will 
not be distorted by inflation. Business will also move to limit 
or take advantage of current disincentives to work. Volvo, for 
example, is experimenting successfully with three six-hour shifts 
per day in one plant. With no change in hourly wages the firm 
gains two hours per day in output, while the community may benefit 
from a lessened need for day care centers and demand for other 
public services. 


In the never-ending search for new exports, research and development 
will receive more emphasis. With R&D at 1.6 percent of GDP, Sweden 
lags well below most of its industrial competitors. We also expect 
to see Sweden turn increasingly to the export of its technology 

and knowhow, especially that technology which is so transferable 
that Sweden would lose it otherwise. Will the export of soft-ware 
lead to follow-up export of complementary hardware such as multi- 
axis machine tools? One would think so. Increased activity of 
Swedish consultants abroad will be visible, and Swedish firms may 
more and more attempt to play a role as international middlemen. 
(Not too long ago one Swedish consulting firm sold Sweden's income 
tax system to Venezuela.) The Swedish ability at merchandising and 
salesmanship should be most effective in such an effort, as will 
existing business contacts with Eastern Europe and the third world. 


Although the Government will continue to encourage small business, 
the trend will be for more and more consolidation of Swedish in- 
dustry in order to produce the long production runs that are often 
unavoidable if Sweden is to compete internationally. In this vein, 
Electrolux recently offered to buy its principal domestic competitor 
Husqvarna, and an unsuccessful effort was made earlier to merge 
Volvo and Saab. 


Not much change is likely in the medium term on larger international 
issues. Sweden remains a firm believer in liberalized trade. No 
Matter how firm that commitment, however, voices for protectionism 
are heard, and serious disturbances abroad could add fuel to what 
is still a very small fire. The increasingly evident need for long 
production runs and increasing optimum size of production in many 
industrial sectors also means that Sweden must have access to a 
large market. This will emphasize the commitment to free trade, 
and may also tend to force Sweden closer and closer to the Common 
Market. U.S. and Common Market agreements with the Japanese and 
other low-cost exporters would enhance that movement. 


Swedish multinationals will continue to be active internationally, 
although financing of most such activity is conducted in markets 
outside Sweden. Direct investment going abroad will probably con- 
tinue to exceed investment coming into Sweden until the current 
wave of pessimism has run its course. The apparent collapse of 
the Meidner fund proposal, and reassessment of the impact of the 
social welfare system may accelerate this development so that a 
turnaround could come in 1979. 
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The limited market in the Swedish krona makes it always vulnerable 
to speculative waves, and we may see renewed pressure by 
speculators after the current collective bargaining round. How- 
ever, past devaluations are enough to solve Sweden's problems 

with the right amount of internal discipline, and a further de- 
valuation would introduce further expectations of inflation and 
further damage Sweden's terms of trade more than it would help 
curtail costs. A reduction in employer wage taxes, possibly dis- 
torted in favor of the exposed sector, would be a more likely 
possibility, although the Government, the opposition and organized 
labor are at present opposed to such a move. Toward 1980 downward 
pressure on the krona should have all but disappeared. It may well 
be, however, that the prospect of large current accounts deficits 
in 1978 and 79 will lead the Government to impose some sort of 
taxation which will raise the domestic cost of foreign travel. 

A tax on charter flights would be a natural. 


B. IMPLICATIONS FOR THE UNITED STATES 





Restricted growth of consumer demand and the price effects of de- 
valuation will limit prospects for U.S. exports of both 

durables and non-durables up to 1980 and even 1981. However, the 
current dollar/krona ratio gives many U.S. exporters a price ad- 
vantage which they can exploit to make inroads on the market. The 
prime chances will come in high quality durable goods and new- 
technology items--especially at an early stage in the 

life cycle of such products. Investment goods will not move very 

well until the second half of 1978, but should do increasingly 

well thereafter. Even in the immediate future energy saving and 

labor saving machinery will do fairly well. Salesmen will be well 
advised to establish relations with purchasing offices of the emerging 
state-owned firms such as Svenskt St&l and Svenska Varv which will 

be undertaking major consolidation efforts. New production techniques 
will be actively sought in many other sectors of industry, and firms 
with new products to license or new technology to market should do 
well in Sweden. R&D equipment--laboratory testing, data processing, 
etc.--should do well on a moderate scale. 


Annual investment in Sweden by U.S. firms has been falling since 

it peaked at around Skr 700 million in 1968. The 1976 figure was 
reportedly around Skr 107 million. This picture should change by 
1979 along with overall investment in Sweden. U.S. Department of 
Commerce figures show that majority-owned affiliates of U.S. firms 
plan to invest $193 million in Sweden in 1977, and $206 million in 
1978, as opposed to $144 in 1976. These plans would seem to indicate 
confidence in the long term prospects of the Swedish economy. In- 
vestment will be concentrated in those areas which show greatest 
promise for the economy as a whole: chemicals, electrical and non- 
electrical machinery and trade. 


Because housing construction is falling well behind long-term pro- 
jections of need, some form of Government support will be necessary 
beginning in 1978. Makers of construction equipment and appliances 
may then find solid possibilities to explore. 
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On the financial side, U.S. institutions can look forward to 
continuing lending opportunities in Sweden throughout the rest 

Of i978 and into .1979'. Although the basic preference for self- 
financing of investment would otherwise reduce demand for credit 
thereafter, Sweden will probably not be in balance in its current 
account by that. time. Credit policy will probably encourage 
firms to continue to borrow abroad until 1982 and after. Firms 
such as SKF and Volvo will in any event continue to do much of 
their financing abroad because the Swedish financial market is 
not large enough to handle their needs. We would anticipate 

that official borrowing will have diminished considerably by 1980. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 








AST—-WEST TRADE 


Market Data Package 


A New Market Research and Evaluation Tool 
Custom-Made for Your Company’s Product Line 


Each Market Data Package contains: 


e Projected U.S. export potential in eight Communist countries. 


e Exports, including trade shares, by the United States and other Western 
nations to the Communist countries. 


Communist country exports to the United States and other Western nations. 


Detailed U.S. export-import trade with each Communist country. 


Names and addresses of the Communist country Foreign Trade Or- 
ganizations purchasing your product. 


The eight Communist countries are: 


The U.S.S.R. German Democratic Republic 
Bulgaria Poland 
Czechoslovakia Romania 


Hungary People’s Republic of China 


SEND FOR YOUR FREE 
BOOKLET DESCRIBING 

the East-West Trade Market 
Data Package and find out how 
to order the data package in 
which you are interested. 
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Name 

Address 

City, State 
Company, Title 


Mail To: 


Office of East-West Trade Development, MDP 
Bureau of East-West Trade 

U.S. DEPARTMENT OF COMMERCE 
Washington, D.C. 20230 





YOUR COMPETITION 
IS READING 


...ARE YOU? 


U.S. DEPARTMENT OF COMMERCE 
Domestic and International Business Administration 
Bureau of Domestic Commerce 


(please detach here) 


SUBSCRIPTION ORDER FORM C57.511: 


ENTER MY SUBSCRIPTION TO PULP, PAPER 
AND BOARD at $3.00. Add $.75 for foreign mailing. 
No additional postage is required for mailing within 
the United States or its possessions. 


Send Subscription to: 


For only $3 you can subscribe to this 
reliable statistical review read by business 
and industry leaders. Each quarter you’ll 
get... 


A narrative review of basic raw material, 
pulp, paper, and paperboard trends and 
influencing factors in production, consump- 
tion, shipments, exports, imports, prices, 
sales and profits, employment, hours, 

and overseas activities. The statistical 
series are designed to permit evaluation 
of current and historical patterns, changes, 
and trends. 


Plus—roundups of regional production 
activity and industry developments in 
foreign producing and marketing countries. 
Special in-depth articles cover the pulp 
and paper industries of important compet- 
ing countries, export markets, and 
long-term trends. 


Also—a series of articles covering the 
forest products industries of the United 


‘States and various foreign countries. 


And—in the special statistical series 
you'll find definitive figures from U.S. 
Government agencies and leading national 
trade associations. You'll get pages of 
the latest statistics on production, inven- 
tory, raw materials, consumption, whole- 
salers sales and price indexes, and 
foreign trade. 


CL) Remittance Enclosed 
(Make checks payable 
to Superintendent of 
Documents) 


(J Charge to my Deposit 
Account No. 


NAME—FIRST, LAST 
COMPANY NAME OR ADDITIONAL ADDRESS LINE 


STREET ADDRESS 
ZIP CODE 


| CITY | 


PLEASE PRINT 


STATE 


MAIL ORDER FORM TO: 
Superintendent of Documents 
Government Printing Office 
Washington, D.C. 20402 





